





Minnesota State Colleges and Universities
FY 2001 Reconciliation to FY 2002 and FY 2003
$'s in 000's

FY 2003

M.S. 135A FORMULA ADJSTMENTS

FULL YEAR EQUIVALENT ENROLLMENT
Regular
Undergraduate
Graduate
Sub-Total Regular

Marginal/Weighted
Post-Secondary Enrollment Options
Midwest Compact
Sub-Total Marginal

Weighted @ 50%

Total Formula Enrollment
Enroliment Base

FYE Change from Base
Per Cent Change from Base
Formula Adjustment Factor

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 1997 Adjusted Base Spending Less Debt Service
Debt Service - Local TC Bonds
Subtotal, Base Spending

Fixed Base Spending, 35%
Variable Base Spending, 65%

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Base Adjust Enroliment - FY 01 Est. to FY 03 Est. - 10/00

Total Spending Base

PERFORMANCE ADJUSTMENT
1% Performance
1/2 of the One Time Est. Correct FY 95 Actutal to FY 99 Actual

SUB TOTAL ADJUSTED FY 01 BASE SPENDING
Excess Tuition
TOTAL ADJUSTED FY 01 BASE SPENDING
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FYE
FY 2001

105,011
3.953
108,964

4,606
168
4,774

2,387

111,351
110,216

Total

718,639
0
718,639

251,524
467,116

(13,499)

723,825
72.284
796,109

FYE
FY 2003

109,812

4,130
113,942

4,817

175
4,992
2,496

116,438
110,216

6,222

5.65%
4.00%
Instruction
Appropriation
507,205

0

507,205

177,522
329,683

(13,499)
506,893

V]
506,893

Tuition

211,434
0
211,434

74,002
137,432

216,932
1 72,284
289,216

Split FY 1999 Pay Back -- 50% / 50%

Total

168,062
(59)

168,003
0
0
0
168,003
0
0
168,003

o]
168,003

Noninstruction
Appropriation Est. Revenue

67,053
(59)
66,994

0
0

=]

66,994

[eNe)

66,994

66,994

101,009
0

101,009

0
0
0
101,009
0
0
101,009

Q
101,009

Instruction + Noninstruction
Total Appropriation Tuition, Rev.

886,701

(59)
886,642

251,524
467,116

(13,499)
891,828

72,284
964,112
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574,258
(69
574,199

177,522
329,683

(13,499)
573,888

0
573,888

312,443
4]
312,443

74,002
137,432

317,940
72,284
390,225



Minnesota State Colleges and Universities
FY 1999 Reconciliation to FY 2000 and FY 2001
$'s in 000's

FY 1999

FY 99 SPENDING AUTHORITY
Base 1997 Session
1998 Session Special Appropriations
Sub-Total Laws of 1997 & 1998

Adjust Intent Tuition to Actual

SST 1999 Salary Supplement Transfer
Uniform Pension Bill Reduction
Instruction to Non Instruction Adjustment
Adjusted Other Revenue

FY 1998 Carryforward

RECONCILIATION & Base Adjustments
Adjust out Carryforward
One-Time Funding
FY 1999 Estimated Enroliment Correction
SST 1999 Salary Supplement Transfer
Adjust out Excess Tuition

TOTAL ADJUSTED BASE SPENDING
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Total

664,765
35,000
699,765

41,589
64
(1,832)
(10,132)
0

0
729,454
0
(26,883)
(21,599)
(64)
(41,589)

639,319

o

Instruction
Appropriation

470,213
35,000
505,213

0

64
(1,832)
(10,132)

0

[0}

493,313

0
(26,883)
(21,599)
(64)

0

444,767

Tuition

194,552
Q
194,552

41,589

oCoooo

236,141
0

0
0

0
(41,589)

194,552

Total

43,741
1,200
44,941

0
0

(204)
10,132
87,009
126.801

268,679
(126,801)
(3,393)

0

0

0

138,486

Noninstruction

Appropriation Est. Revenue

43,741
1.200
44,941

0

0
(204)

10,132

0

0

54,869

0
(3,393)

0

0
0

51,477

oo

[oNoNoNe)

87,009
126,801

213,810
(126,801)

[eNoNoNe]

87,009

REVISED - FY 99 and FY 00 Actual & FY 01 Estimated FYE for Correction Factor FY 02/03 Budget

Instruction + Noninstruction
Total Appropriation Tuition, Rev.

708,506
36,200
744,706

41,589
64

(2,036)-
0

87,009
126,801

998,133
(126,801)
(30,275)
(21,599)
(64)
(41,589)

777,805
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513,954
36.200
550,154

0
64
(2,036)

oo

548,182
0
(30,275)
(21,599)
(64)

0

496,244

194,552
Q
194,552

41,589
0

0

0
87,009
126,801

449,951
(126,801)
0

0

0
(41,589)

281,561



Minnesota State Colleges and Universities
FY 1999 Reconciliation to FY 2000 and FY 2001

REVISED - FY 99 and FY 00 Actual & FY 01 Estimated FYE for Correction Factor FY 02/03 Budget

$'s in 000's
FY 2000
M.S. 135A FORMULA ADJSTMENTS
FYE FYE
FULL YEAR EQUIVALENT ENROLLMENT FY 1999 FY 2000
Regular
Undergraduate 93,901 100,591
Graduate 3.777 3.947
Sub-Total Regular 97,678 104,538
Marginal/Weighted
Post-Secondary Enrollment Options 4,431 4,680
Midwest Compact 98 154
Sub-Total Marginal 4,529 4,834
Weighted @ 50% 2,265 2,417
Total Formula Enroliment 99,943 106,955
Enroliment Base 100,196 100,196
FYE Change from Base 6,759
Per Cent Change from Base 6.75%
Formula Adjustment Factor 6.00%
Instruction
Total Appropriation
ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 1997 Adjusted Base Spending 639,319 444,767
Salary Supplement 136 136
Debt Service - Local TC Bonds 0 0
Statewide Administrative Systems 590 590
Subtotal, Base Spending 640,046 445,494
Fixed Base Spending, 35% 224,016 155,923
Variable Base Spending, 65% 416,030 289,571
ADJUST VARIABLE SPENDING FOR ENROLLMENT
Adjustment for Enroliment - Bands 24,962 17,374
Total Spending Base 665,007 462,868
PERFORMANCE & FYE ADJUSTMENT
1% Adjustment 0 0
FY 1998 Estimated/Actual Enrollment Correction (5,400) (5,400)
SUB TOTAL ADJUSTED FY 00 BASE SPENDING 659,607 457,468
Excess Tuition 41,321 0
TOTAL ADJUSTED FY 00 BASE SPENDING 700,929 457,468

State of Minnesota 2002-03 Biennial Budget

Tuition

194,552
0
0

[
194,552

68,093
126,459

202,140
41,321
243,461

Total

138,486
0
(6)

66
138,546
0

0

0
138,546
0

0

138,546

Noninstruction

1999 Session Est. Base Cut ($21,599)
Actual Base Cut ($26,998)
Difference ($5,399)

" 1999 Session Est. FYE Adj. + $5,790

2000 Session Est. FYE Adj. + $5,800
Actual Band Cost + $17,374
Difference + $5,784

Balance Due = $385,000

Appropriation Est. Revenue- Total

51,477 87,009 777,805

0 0 136

(6) 0 (6)

66 0 656

51,537 87,009 778,591

0 0 224,016

0 0 416,030

0 [} 24,961
51,537 87,009

0 0 0

0 0 (5,400)

51,5637 87,009 798,153

41,321

839,474

Instruction + Noninstruction

Appropriation Tuition, Rev.

496,244
136

(6)

656
497,030

155,923
289,571

17,373

0
(5,400)

509,004

0
509,004
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281,561
0
0
0
281,561

68,093
126,459

7,588

0
0

289,149
41,321
330,470



Minnesota State Golleges and Universities
FY 1999 Reconciliation to FY 2000 and FY 2001
$'s in 000's

FY 2001

M.S. 135A FORMULA ADJSTMENTS

FULL YEAR EQUIVALENT ENROLLMENT
Regular
Undergraduate
Graduate
Sub-Total Regular

Marginal/Weighted
Post-Secondary Enroliment Options
Midwest Compact
Sub-Total Marginal

Weighted @ 50%

Total Formula Enroliment
Enroliment Base

FYE Change from Base
Per Cent Change from Base
Formula Adjustment Factor

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 1997 Adjusted Base Spending Less Debt Service
Salary Supplement
Debt Service - Local TC Bonds
Statewide Administrative Systems
Subtotal, Base Spending

Fixed Base Spending, 35%
Variable Base Spending, 65%

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Adjustment for Enroliment - Bands

Total Spending Base

PERFORMANCE ADJUSTMENT
1% Adjustment

SUB TOTAL ADJUSTED FY 01 BASE SPENDING
Excess Tuition
TOTAL ADJUSTED FY 01 BASE SPENDING
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REVISED - FY 99 and FY 00 Actual & FY 01 Estimated FYE for Correction Factor EY 02/03 Budget

FYE FYE
FY 1999 FY 2001
93,901 105,011
3.777 3,953
97,678 108,964
4,431 4,606
98 168
4,529 4774
2,265 2,387
99,943 111,351
100,196 100,196
11,155
11.13%
10.00%
Instruction
Total Appropriation Tuition
639,319 444,767 194,552
152 152 0
0 0 0
590 590 0
640,062 445,510 194,552
224,022 155,928 68,093
416,040 289,581 126,459
41,604 28,958 12,646
681,665 474,468 207,198
0 0 0
681,665 474,468 207,198
41,863 0 41,863
723,529 474,468 249,061

NOTE: 1999 Session Est. Base Cut ($21,599)
Actual Base Cut ($26,998)
Difference ($5;399)

1999 Session Est. FYE Adj. + $17,375

2000 Session Est. FYE Adj. + $5,800

Estimated FY 01 Band Cost + $28,958
Difference + $5,783

Balance Due = $386,000

Noninstruction . Instruction + Noninstruction

Total _Appropriation Est. Revenue Total Appropriation Tuition, Rev.
138,486 51,477 87,009 777,805 496,244 281,561
0 0 0 152 152 0

(13) (13) 0 (13) (13) 0

66 66 o 656 656 0
138,539 51,530 87,009 778,600 497,039 281,561
0 0 0 224,022 155,928 68,093

0 0 0 416,040 289,581 126,459

0 0 0 41,604 28,958 12,646
138,539 51,530 87,009 820,204 525,997 294,207
0 0 0 0 0 0
138,539 51,530 87,009 820,204 525,997 294,207
0 0 0 41,863 0 41,863
138,539 51,530 87,009 862,067 525,997 336,070
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Minnesota State Colleges and Universities
FY 1997 Reconciliation to FY 1998 and FY 1999
$'s in 000's

FY 97 SPENDING AUTHORITY
Base 1995 Session
1996 Session Special Appropriations
Sub-Total Laws of 1995 & 1996

Other Revenue - Post Board Receipts
Adjust Intent Tuition to Actual
Adjusted Other Revenue

Debt Service Transfer

FY 1996 Carryforward

RECONCILIATION & Base Adjustments
Debt Service - Pre 1979/ Local TC (FY 98 -10/FY 99 -115)
Adjust out Carryforward
Transfers Out Adjusted Into Base
One-Time Funding
HESO Transfer ITV - Central Lakes
Aministration Lease ( FY 99 - 69/9= 78)
Invested Treasury Cash - Interest Income
Post Board Funding - General Fund - Laws 1993 - 1st Special
Adjust out Excess Tuition

TOTAL ADJUSTED BASE SPENDING

REVISED - FY 95 & FY 99 Actual FYE for Correction Factor FY 02/03 Budget Adjusted FY 95 to FY 98 Actual Also

Instruction
Total Appropriation

626,542 429,330
5250 5250
631,792 434,580
0 0
30,769 0
0 0
(6,854) (6,854)
(4] 0
655,707 427,726
0 0

0 0

6,854 6,854
(21,397) (21,397)
(373) (373)

57 57
1,627 1,627
850 850
(30,769) 0

612,556 415,344

State of Minnesota 2002-03 Biennial Budget

Tuition

197,212
0
197,212

0

Noninstruction Instruction + Noninstruction

Total Appropriation Est. Revenue Total Appropriation Tuition, Rev.
41,867 41,597 270 668,409 470,927 197,482
50 50 0 5,300 5,300 0
41,917 41,647 270 673,709 476,227 197,482
270 0 270 270 0 270

0 0 0 30,769 0 30,769
74,599 0 74,599 74,599 0 74,599
(762) (762) 0 (7,616) (7,616) 0
77.153 0 77,153 77.153 0 77.153
193,178 40,885 152,292 848,884 468,611 380,273
(10) -(10) 0 (10) (10) 0
(77,153) 0 (77,153) (77,153) 0 (77,153)
762 762 0 7,616 7,616 0
(50) (50) 0 (21,447) (21,447) 0

0 0 0 (373) (373) 0

6 6 0 63 63 0

181 181 0 1,808 1,808 0

0 0 0 850 850 0
0 0 0 (30,769) 0 (30,769)
116,913 41,774 75,139 729,469 457,118 272,351
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Minnesota scate Colleges and Universities
FY 1997 Reconciliation to FY 1998 and FY 1999
$'s in 000's

FY 1998
Dollars in 1,000s
$ / FYE actual

M.S. 135A FORMULA ADJSTMENTS

FULL YEAR EQUIVALENT ENROLLMENT
Regular
Undergraduate
Graduate
Sub-Total Regular

Marginal/Weighted
Post-Secondary Enrollment Options
Midwest Compact
Sub-Total Marginal

Weighted @ 50%

Total Formula Enroliment
Enroliment Base

FYE Change from Base
Per Cent Change from Base
Formula Adjustment Factor

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 1997 Adjusted Base Spending
Inflation @ 0%
Subtotal, Base Spending

Fixed Base Spending, 35%
Variable Base Spending, 65%

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Adjustment for Enroliment - Bands

Total Spending Base

PERFORMANCE ADJUSTMENT
1% Adjustment

SUB TOTAL ADJUSTED FY 98 BASE SPENDING
Excess Tuition
TOTAL ADJUSTED FY 98 BASE SPENDING

REVISED - FY 95 & FY 99 Acttial FYE for Correction Factor FY 02/03 Budget

Instruction
Total Appropriation

FYE FYE
FY 1995 FY 1998

106,374 101,362
3.622 3.903
109,996 105,265

2,587 3,099
9 113
2,666 3,212
1,333 1,606
111,329 106,871
111,329 111,329
(4,458)

-4.00%

-4.00%

612,556 415,344
0 g
612,556 415,344

214,395 145,370
398,161 269,974

(15,926) (10.799)

596,630 404,545
0 0
596,630 404,545
40,717 0

637,347 404,545

State of Minnesota 2002-03 Biennial Budget

Tuition

197,212
0

197,212

69,024

128,188

(5.128)

192,084

0

192,084
40,717
232,802

Total

116,913
0
116,913
0
0
1]

116,913

0

116,913

Noninstruction

Appropriation Est. Revenue

Note:
41,774
1]
41,774
0
0
0
41,774
0
41,774

Adjusted FY 95 to FY 98 Actual Also

Instruction + Noninstruction
Appropriation Tuition, Rev.

Total

1997 Session Cut $5,399
1999 Session Cut $5,400

75,139
o]
75,139

0

0

(=}

75,139

75,139

Total Reduction = $10,799

COMPLETE
729,469 457,118
0 0
729,469 457,118
214,395 145,370
398,161 269,974
(15,927) (10,800)
0 0
713,543 446,319
40,717 0
754,260 446,319
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272,351
0
272,351

69,024
128,188

(5,128)

0

267,224
40,717
307,941



Minnesota State Colleges and Universities
FY 1997 Reconciliation to FY 1998 and FY 1999
$'s in 000's

FY 1999
Dollars in 1,000s
$/FYE actual.

M.S. 135A FORMULA ADJSTMENTS

FULL YEAR EQUIVALENT ENROLLMENT
Regular
Undergraduate
Graduate
Sub-Total Regular

Marginal/Weighted
Post-Secondary Enroliment Options
Midwest Compact
Sub-Total Marginal

Weighted @ 50%

Total Formula Enroliment
Enroliment Base

FYE Change from Base
Per Cent Change from Base
Formula Adjustment Factor

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 1997 Adjusted Base Spending Less Debt Service
Inflation @ 0%

Subtotal, Base Spending

Fixed Base Spending, 35%
Variable Base Spending, 65%

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Adjustment for Enroliment - Bands

Total Spending Base

PERFORMANCE ADJUSTMENT
1% Adjustment

SUB TOTAL ADJUSTED FY 99 BASE SPENDING
Excess Tuition
TOTAL ADJUSTED FY 99 BASE SPENDING

State of Minnesota 2002-03 Biennial Budget

REVISED - FY 95 & FY 99 Actual FYE for Correction Factor FY 02/03 Budget

Instruction
Total Appropriation Tuition
FYE FYE
FY 1995 FY 1999
106,374 93,901
3.622 3.777
109,996 97,678
2,587 4,431
79 98
2,666 4,529
1,333 2,265
111,329 99,943
111,329 111,329
(11,387)
-10.23%
-10.00%
612,568 415,356 197,212
0 0 0
612,568 415,356 197,212
214,399 145,375 69,024
398,169 269,981 128,188
(39.817) (26,998) (12.819)
572,751 388,358 184,393
0 0 0
572,751 388,358 184,393
53,590 0 53,590
626,341 388,358 237,984

Total

Noninstruction

Appropriation Est. Revenue

Note:

Adjusted FY 95 to FY 98 Actual Also

Instruction + Noninstruction
Total Appropriation Tuition, Rev.

1997 Session No Cut
1999 Session No Cut

Total Reduction =

One Time Clean Up 2001 Session = ($26,998)

116,811
Q
116,811
0
0
0

116,811

0

116,811

41,672

41,672

(]

41,672

0

41,672

75,139
0

75,139

0
0

1]

75,139

0

75,139

729,379

0
729,379
214,399
398,169

(39,817)

0
689,562

53,590
743,153
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$26,998

457,028

0
457,028
145,375
269,981

(26,998)

0

430,030
0
430,030

272,351
0
272,351

69,024
128,188

(12,819)

0

259,532
53.590
313,123 |
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MAYO FOUNDATION- EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

Mayo aspires to provide the highest quality, compassionate patient care at a
reasonable cost through a physician-led team of diverse people working together
in clinical practice, education and research in a unified multi-campus system.

Mayo Foundation is a nonprofit, charitable corporation best described as a
private trust for public purposes. Mayo pledges to conduct its interdependent
programs of medical care, research and education in keeping with the highest
standards of ethics and quality. Fundamental to this pledge is the absolute need
to combine the science and art of medicine and technology with personalized
care. Excellence in all endeavors with respect for the individual-both patient and
employee-is the primary goal.

KEY SERVICE STRATEGIES:

The state provides grants for the Mayo Medical School, the Mayo Family Practice
Residency Program, and the St. Cloud Hospital Family Medicine Residency
Program.

Mayo Medical School is an undergraduate medical school preparing students to
enter graduate training and residency programs. The Mayo Family Medicine
Residency Program trains family physicians who provide comprehensive medical
care to patients of all ages. Resident physicians serve patient populations in
Kasson, Rochester, and St. Cloud. The state provides grants to offset tuition for
medical school students who are from Minnesota and to partially fund the
stipends of the Family Medicine residents.

GOVERNOR’S RECOMMENDATIONS:

The Governor recommends an increase of $47,000 in FY 2002 and $ $113,000
in FY 2003. This increase will fund each of the agency’s requests for inflationary
adjustments for the same number of students funded in FY 2001.

State of Minnesota 2002-03 Biennial Budget
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Agency: MAYO MEDICAL SCHOOL

Agency Summary Actual Actual Budgeted iY 2002 I ZY 2003 G
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.
Expenditures by Program:
MAYO MEDICAL SCHOOL 430 568 591 605 666 635 605 699 667
MAYO FAMILY 749 906 1,032 1,032 1,159 1,049 1,032 1,290 1,083
Total Expenditures 1,179 1,474 1,623 1,637 1,825 1,684 1,637 1,989 1,750
Financing by Fund:
Direct Appropriations:
GENERAL 1,179 1,474 1,623 1,637 1,825 1,684 1,637 1,989 1,750
Total Financing 1,179 1,474 1,623 1,637 1,825 1,684 1,637 1,989 1,750

State of Minnesota 2002-03 Biennial Budget
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PROGRAM SUMMARY

MAYO MEDICAL SCHOOL
MAYO MEDICAL SCHOOL

Program:
Agency:

PROGRAM PROFILE:

Mayo Medical School (MMS) was founded in 1972. The small class size, 42
students per class, facilitates a personalized course of instruction characterized
by extensive clinical interaction and the integration of basic and clinical sciences
throughout all segments of the curriculum. The mission of MMS is:

®  To enroll outstanding students and to offer them a curriculum designed to
foster their individual strengths and talents and to take full advantage of the
unique integrated research, education, and practice resources of Mayo
Foundation.

B To provide an intellectually stimulating environment where the small class
size and large faculty of practicing physicians, scientific investigators, and
educators unite to promote the scientific and humanitarian practice of
medicine.

®  To produce knowledgeable and compassionate physicians and scientists
who have the skills and desire for lifelong learning.

A balance is sought to produce physicians interested in medical subspecialties
as well as the primary care disciplines of general internal medicine, family
medicine, pediatrics, and obstetrics/gynecology. (Of those graduating in 2000,
39% chose a residency program in one of those four areas.) As part of their
education, each MMS student lives with a family practice physician who is in
private practice in a rural Minnesota community to experience first-hand the
challenges and rewards of primary care medicine.

STRATEGIES AND PERFORMANCE:

Mayo Medical School has graduated 983 physicians since 1976 and of those,
386 (39%) currently practice in Minnesota. Of the 617 graduates who were
originally from Minnesota (and received capitation grants), 2892 (76%) have
stayed to practice in Minnesota

FINANCING INFORMATION:

Since 1972, the legislature has provided grants to Minnesota residents.
(Capitation provided by the state is used to offset tuition paid by Minnesota
medical school students. In other words, all state monies are directly given to
Minnesota students to reduce their tuition payment.) Tuition for 2000-2001 is
$19,700. The FY 2001 state appropriation supports grants of $14,405 for up to
42 students.

State of Minnesota 2002-03 Biennial Budget

GOVERNOR’S RECOMMENDATION:

Thé Governor recommends an increase of $30,000 in FY 2002 and $62,000 in
FY 2003. This increase will fund each of the agency’s requests for inflationary
adjustments for the same number of students as were funded in FY 2001.
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Program: MAYO MEDICAL SCHOOL
Agency: MAYO MEDICAL SCHOOL

Program Summary Actual Actual Budgeted ';Y 2002 G ';Y 2003 e
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.
Expenditures by Activity:

MAYO MEDICAL SCHOOL 430 568 591 605 666 635 605 699 667
Total Expenditures 430 568 591 605 666 635 605 699 667
Change ltems: Fund

(P) CAPITATION GRANTS FOR MINN MED GEN 61 30 94 62

STUDENTS
Total Change ltems 61 30 94 62
Financing by Fund:

Direct Appropriations:

GENERAL 430 568 591 605 666 635 605 699 667

Total Financing 430 568 591 605 666 635 605 699 667

State of Minnesota 2002-03 Biennial Budget
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BUDGET CHANGE ITEM (51013)

MAYO MEDICAL SCHOOL
MAYO MEDICAL SCHOOL

Program:
Agency:

Item Title: CAPITATION GRANTS FOR MINN MED STUDENTS

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

General Fund

-State Operations $-0- $-0- $-0- $-0-

-Grants $61 $94 $94 $94
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No
If yes, statute(s) affected:

New Activity X _Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase of $30,000 in FY 2002 and $62,000 in
FY 2003. This increase will fund each of the agency’s requests for inflationary
adjustments for the same number of students funded in FY 2001.

RATIONALE:

Mayo requests an increase of $61,000 in FY 2002 and $94,000 in FY 2003 to
continue to support Minnesota medical students with capitation grants and to
provide grants for an additional two students. Capitation provides grants equal
to 50% of estimated annual tuition charges.

The cost to educate a Mayo medical student continues to rise with an estimated
increase of 5% FY 2002 and FY 2003. Mayo Foundation passes 100% of
Minnesota grant capitation through to students in the form of a 50% tuition
reduction. This strategy has kept debt for Minnesotans low. While debt
average for all private medical schools was $115,925 for graduates in May
2000, for graduates of Mayo Medical School, on average debt was only
$56,593.

State of Minnesota 2002-03 Biennial Budget

FINANCING:

Mayo requests that the capitation grant be increased from $14,405 in FY 2001 to
$15,125 in FY 2002 and to $15,881 in FY 2003. Mayo also requests grants for
two additional Minnesota medical students, for a total of 44 grants. All grants are
directly passed on to Minnesota students as a tuition reduction. Thus, the total
request of FY 2002 is $665,508 and for FY 2003 is $698,786.

OUTCOMES:

Capitation grants keep Mayo competitive with other medical schools and help
keep Minnesotans here for their medical education. A low tuition philosophy
meets the following goals of Mayo Medical School:

Mayo Medical School is able to recruit the “best and brightest” having the
lowest private school tuition available.

Students graduating with lower debt have more freedom to choose careers
which historically are paid a lower salary, such as family medicine.

Medical students are encouraged to keep their debt load as low as possible.
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PROGRAM SUMMARY

Program: MAYO FAMILY
Agency: MAYO MEDICAL SCHOOL

PROGRAM PROFILE:

The Mayo Graduate School of Medicine established its three-year graduate
medical residency program in the specialty of family medicine in 1978. The
mission of the Mayo Foundation Family Medicine Residency has been to train
family physicians who will provide high quality, personal and comprehensive care
for persons of all ages. The training program prepares the prospective family
physician for primary care medicine in all settings, with special emphasis on rural
or smaller communities. The capitation program has supported residents’
salaries since 1978-79.

The Mayo Family Medicine Clinic is located in Kasson, Minnesota, a rural
community in Dodge County of approximately 3,500 people. Mayo's Family
Medicine Clinic is a vital element in the resident’s training. Residents spend a
major portion of their training providing ambulatory primary care in this
environment which stresses prevention and continuity of care. The clinic delivers
primary care services to rural area with a drawing population of close to 18,000.

STRATEGIES AND PERFORMANCE:

The residency has been extremely successful in recruiting excellent medical
school graduates.

B All positions in the training program have been filled for the past 20 years.

B 49% of physicians who have graduated from the program are currently
practicing in Minnesota (25% in Olmsted and Dodge counties and 24% in
other areas of Minnesota, primarily in rural areas).

¥ From 1993 to 1996, 27% of the family medicine residents have gone to
practice in medically under-served areas.

B Mayo Family Medicine residents have scored well above the national
average on the American Board of Family Medicine In-Training Examination.

The department’'s goal is to have 60% of its graduating residents remaining in
Medicine in Minnesota and of those, 35% practicing in rural Minnesota.

The Mayo Family Medicine Residency Program is currently establishing a Rural
Training Track (RTT) in Fairmont, MN, in which one resident will be placed
starting in 2000. The resident will spend the first year in Kasson and Rochester
and the last two years in Fairmont. The RTT will provide special preparation in
areas such as advanced obstetrics neonatal life support, trauma care, and
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behavioral and community medicine. in addition, the resident will gain extended
exposure to rural medicine and life in a rural community.

Mayo Foundation has been committed to supporting the training of physicians
who can assist in serving rural and under-served practice areas. The Foundation
has an affiliated family medicine program at St. Francis Hospital in La Crosse,
WI, and also sponsors programs in St. Cloud, MN, and Des Moines, IA. Mayo
Foundation has given financial and educational support for these programs.

FINANCING INFORMATION:

The FY 2001 appropﬁation supports grants of $22,315 for up to 27 residents.
One "rural track" resident is supported with a grant of $44,630. State grants pay
39% of resident stipends.

BUDGET ISSUES:

The Family Medicine Department strives to maintain a strong residency training
program that will attract excellent candidates and graduate a significant number
of residents who will remain in Minnesota to practice medicine. The increases in
cost for providing an excellent training program have been, and remain
challenging. The primary cost drivers have included the following areas:

B Residency Review Committee requirements for increased faculty time per
resident. (Changes now require one full-time faculty for every six residents.
This is separate from the patient care teaching time faculty provides for
residents.)

B Increases in secretarial FTE for Residency Review Committee record-
keeping requirements for resident clinical experiences.

®  Increases in resident travel costs related to expansion of rural training sites
for orthopedic and cardiovascular services.

B Increases in technology costs for electronic medical record equipment and
training.

® Increases in costs for an objective to increase resident participation in
scholarly activities (research and education), including publications,
presentations, travel related to scholarly presentations.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase of $17,000 in FY 2002 and $51,000 in
FY 2003. This increase will fund each of the agency’s requests for inflationary
adjustments for the same number of students as were funded in FY 2001.
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Program: MAYO FAMILY
Agency: MAYO MEDICAL SCHOOL

Program Summary Actual Actual Budgeted ZY 2002 G ';Y 2003 S
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.
Expenditures by Activity:

MAYO FAMILY 749 906 1,032 1,032 1,159 1,049 1,032 1,290 1,083
Total Expenditures 749 906 1,032 1,032 1,159 1,049 1,032 1,290 1,083
Change ltems: Fund

(P) ~APITATION GRANTS FOR ST CLOUD FMRP GEN 16 16 33 33

(P) +7=vO FAMILY RESIDENCY PROGRAM GEN 111 1 225 18
Total Change ltems 127 17 258 51
Financing by Fund:

Direct Appropriations:

GENERAL 749 906 1,032 1,032 1,159 1,049 1,032 1,290 1,083

Total Financing 749 906 1,032 1,032 1,159 1,049 1,032 1,290 1,083
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BUDGET CHANGE ITEM (51015)

Program: MAYO FAMILY
Agency: MAYO MEDICAL SCHOOL
Item Title: CAPITATION GRANTS FOR MINNESOTA FAMILY

MEDICINE RESIDENTS

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

General Fund

-State Operations $111 $225 $225 $225
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_ X
If yes, statute(s) affected:

New Activity X__ Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase of $1,000 in FY 2002 and $18,000 in
FY 2003. This increase will fund each of the agency’s requests for inflationary
adjustments for the same number of students funded in FY 2001.

RATIONALE:

This request addresses three components of the capitation grant program with
Mayo's Department of Family Medicine. The first request is to maintain the
amount of capitation provided for each resident, per year, at the current level of
50% support of the stipend. The 2001 capitation provides $22,315 per resident,
or 50% of the $44,630 stipend. The next component of the request seeks
support to continue capitation funding at 100% for the Rural Training Track, and
support an increase of one additional resident to the program. This means two
residents in this three-year program each year. The first two residents will
begin 7-1-01. Two new residents will be started each year, for this three-year
training program. This results in a total of six residents in the Rural Training
Track by 7-1-03. The final component of the request is for new capitation
funding (50%) for the one-year Geriatric Fellowship Training program. This
program will admit an applicant 7-1-01. State support is needed because Mayo
is facing continued cost increases for both resident stipends and program
requirements/needs, at the same time major reductions (30% from 1997) in
direct and indirect medical education reimbursement from the Federal
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Government is occurring. Mayo is only seeking grant funding from the state for
resident stipends. Mayo will continue to be responsible for all other program
costs.

The three major cost drivers that relate to this request are noted below, along with
other significant cost increases for training Family Medicine residents.

Increase in resident stipends to cover salary inflation, cost of living and
increases at competing programs.

Increases in costs for initiation of a new Rural Training Track (RTT) currently
being established in Fairmont, Minnesota. This program has been delayed in
its projected start date of FY 2000 to 7-1-01. The initiation planning and
negotiations have been complex and taken longer than anticipated. The
continued expression of concern and need for family physicians in rural areas
has been the stimulus to increase the program from one to two residents per
year. The program is intended to add increased emphasis and commitment
from Mayo to train residents for rural practice. The site has been selected
because it offers an additional opportunity for residents in an area that is
surrounded by rural, under-served communities that are designated Health
Professional shortage areas.

increase in costs for initiation of a new Geriatric Residency Fellowship
Program. Analysis of projected Minnesota population growth of individuals
over age 60, excluding the Twin Cities metro area, reflects a 4.91% growth
from 2000-2005 and 8.0% growth from 2005-2010. We believe we have a
responsibility to prepare for this change in demographics and to increase our
focus on serving older adults that will live in rural areas throughout Minnesota.

New Residency Review Committee requirements for an increase in faculty
time per resident. (Must have one full-time faculty, or 1,400 hours per year,
for every six residents, in addition to faculty supervision of patient care time.)

Increase of a half-time secretarial position to support Residency Review
Committee record-keeping requirements for resident clinical experiences,
curricula revisions and expansions, expansion of rural training experiences,
and resident schedule management.

Increase in faculty salary an benefits, coupled with the required increase in
faculty time devoted to residency training.

Increase in resident travel costs related to expansion of rural training sites. All
residents are now required to complete orthopedic rotations in a rural site and
one third of the residents complete an elective cardiovascular rotation in rural
sites.

Increases in technology costs for electronic medical record equipment and
training. (The Mayo Medical Center has embarked upon a conversion of the
paper medical record to a computer-based record. All residents have had
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BUDGET CHANGE ITEM (51015) (Continued)

Program: MAYO FAMILY
Agency: MAYO MEDICAL SCHOOL

ltem Title: CAPITATION GRANTS FOR MINNESOTA FAMILY
MEDICINE RESIDENTS

required education for application of technology in medical practice and
new computers and related equipment/supplies needed to be obtained.)

B Increases in costs for expansion of resident scholarly activities.
(Maintaining a strong, competitive residency program has necessitated an
increased resident focus and participation in scholarly activities, such as
research, publications and presentations.)

FINANCING:
The Mayo Family Medicine Residency Program requests an increase in its base

budget of $111,000 in FY 2002 and $225,000 in FY 2003. The state has
provided a base budget of $625,000 for 26 residents in FY 2001. The $111,000

increase for FY 2002 includes a stipend of $22,327 (50% of the $44,654

average stipend) for 24 residents, $178,616 (100% of four resident positions for
the new Rural Training Program, and $22,327 (50% of $44,654) for one
Geriatric Fellowship position. The $225,858 increase for FY 2003 includes a
stipend of $22,996 (50% of the $45,993 average stipend) for 24 residents,
$275,958 (100% of six resident positions) for the new Rural Training Program,
and $22,996 (50% of the $45,993) average stipends in FY 2002 and 2003 are
based on a 3% increase over two years. The total funding request for FY 2002
is $736,791 and for FY 2003, $850,858.

OUTCOMES:

B Provide relief for increase cost pressure with resident stipends.

B Provide support for a new Rural Training track initiative in a rural under-
served area of Minnesota.

¥  Provide partial support for a new Geriatric Fellowship Training program.

®  Remain competitive with a strong residency training program for high
quality applicants.

B Increase numbers of physicians who will remain in Minnesota to practice,
with special emphasis and increases in rural, under-served or small
communities.
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BUDGET CHANGE ITEM (52038)

Program: MAYO FAMILY ® Remain competitive with a strong residency training program for high quality
Agency: MAYO MEDICAL SCHOOL applicants.
B Maintain commitment to prepare physicians who will remain in Minnesota to
ltem Title: CAPITATION GRANTS FOR ST. CLOUD FMRP practice in rural and under-served areas.
2002-03 Biennium 2004-05 Biennium
FY 2002 FY 2003 FY 2004 FY 2005
Expenditures: ($000s)
General Fund
-State Operations $16 $33 $33 $33
Revenues: ($000s) )
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No X
If yes, statute(s) affected:
New Activity X _Supplemental Funding ___Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the request, recommending an increase of $16,000
in FY 2002 and $33,000 in FY 2003.

RATIONALE:

The St. Cloud Hospital/Mayo Family Medicine Residency Program will incur
additional costs for increases in resident stipends, of approximately 4%. The
resident stipends are projected to average $42,911 in FY 2000 and $44,627 in
FY 2001. The increase will maintain the current percentage level (76%) of
resident stipends. No additional residents are requested.

FINANCING:

The St. Cloud Hospital/Mayo Family Medicine Residency Program requests an
increase from FY 2001 of $407,000 to FY 2002 to $423,280 and FY 2003 for
$440,211.

OUTCCMES:

®  Provide support for residency program cost increases.
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HIGHER ED FACILITIES AUTHORITY - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The Higher Education Facilities Authority (hereafter called the Authority) was
created to assist Minnesota nonprofit, nonsectarian institutions of higher
education in the construction, financing and refinancing of facilities at a lower
interest rate than might otherwise be available to them. Beginning in FY 1988,
the legislature also asked that the Authority finance limited types of projects at
certain public higher education institutions. The Authority has access to capital
improvement funds only through borrowing. The facilities built with the
assistance of the Authority are financed from tax-exempt revenue bonds sold by
the authority. In turn, the authority enters into agreements whereby an institution
pays an amount needed to retire the incurred debt. Since the Authority is an
agency of the state, the interest paid by the authority to the bondholders is tax-
exempt. The use of the financing arrangements, made possible by the existence
of the authority, is entirely voluntary. Currently, the Authority has $650 million of
bonding authority.

KEY SERVICE STRATEGIES:

The Authority’s policies, procedures, regulations and approval of bonding
projects are made by a board composed of 10 members, eight of which are
appointed by the Governor. The remaining two ex-officio members represent of
the Higher Education Services Office and the Minnesota Private College Council.

The Authority provides the following services to the institutions for which it
finances projects:

B planning assistance in early stages of projects;

®  investigating project eligibility for financing;

®  managing the debt issuance process, including coordination with the
institution, the Authority’s bond counsel and financial consultants in the
development of legal and financial documents necessary for a bond issue;
and

®  keeping records of each financing, and hiring a public accounting firm to
conduct an annual audit of the authority’s books and records.

PERFORMANCE SUMMARY:

This activity receives no state appropriation. The Authority has been -self-
supporting since its inception in 1971, and intends to continue in that manner.
The dollars shown on the activity fiscal summary reflect only salaries and
benefits for the 3 staff position of the Authority. The Authority pays its salaries
and benefits through the state payroll system. It is this portion (i.e., the payroll
portion) of the Authority’s budget which appears in this submission.
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It is increasingly important that the academic institituons have access to
affordable financing for capital improvements. For Minnesota to stay in the
forefront of academic excellence, it is vital that institutions seek to meet the
changing needs of students with facilities that offer the technological advances
that are currently available.

ISSUES AFFECTING AGENCY’S OPERATIONS:

It is evident that colleges and universities in Minnesota in need financing
programs, such as the Authority’s program, for financing building projects and
purchasing new equipment.

B Technological Advances: Advanced technology is dramatically changing the
way information is disseminated, stored and retrieved. Electronic methods
and devices have become an essential tool for teaching in most academic
disciplines. Telecommunication systems are rapidly transforming campus
instructional and administrative systems. The acquisition of new and more
advanced systems is a continually escalating cost for most institutions.

B Obsolete Building Replacement: Since most of the state’s private colleges
and universities were founded at least 100 years ago, some of the campus
buildings can be 40-50 years old. Any major renovation of these old building
requires the entire building to be brought up to the standards of local building
codes. Replacement rather than renovation is often the best solution when
the building contains asbestos, obsolete or worn out electrical and piumbing
systems.

B Student Housing Upgrades: Student housing for the state’s residential
colleges and universities has been changing to meet the demands of current
students. Apartment-style units are in higher demand than the traditional
dormitory-style housing. Institutions are planning for and constructing more
of the non-traditional type of housing.
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Agency: HIGHER ED FACILITIES AUTHORITY

Budget Activity Summary Actual Actual Budgeted ';Y 2002 G FY 2003
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor Agency | Governor
Base Request Recomm. Base Request Recomm.
Expenditures by Category:
State Operations

COMPENSATION 187 189 224 231 231 231 238 238 238
Total Expenditures : 187 189 224 231 231 231 238 238 238
Financing by Fund:

Statutory Appropriations:

MISCELLANEOUS AGENCY 187 189 224 231 231 231 238 238 238
Total Financing 187 . 189 224 231 231 231 238 238 238
Revenue Collected:

Dedicated

MISCELLANEOUS AGENCY 187 189 224 231 231 231 238 238
Total Revenues Collected 187 189 224 231 231 231 238 238
FTE by Employment Type:

FULL TIME 2.2 2.5 3.0 3.0 3.0 3.0 3.0 3.0 11:3-0
Total Full-Time Equivalent 22 25 3.0 3.0 3.0 3.0 3.0 3.0 3.0
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